Opening General Session Speech – Joe Jobe, CEO, National Biodiesel Board - February 5, 2007

Good morning everyone, and welcome to San Antonio, Texas...

Is the outfit too much?  

I hope you don’t mind... Porter Wagoner had a garage sale, so I thought I'd get into the Texas spirit a little bit.

I’m really glad we are having this 4th annual conference here in Texas...

Texas is, after all, the state with the most biodiesel plants...

the single largest diesel market in the country... and the second largest ag state in the country.

It's appropriate that we're having this conference just 600 yards away from the most notorious battle in the Texas war for independence.

Some of you may know that I’m a bit of a history buff, so you know we’re going to talk about The Alamo for just a minute.

But first I want to tell you why it is so great that we have XM Radio here with us this year.

Bill and Cindy Mack and XM Channel 171 are a revered institution among America’s Truck drivers...

Bill and Cindy have done so much to raise awareness about biodiesel.

They're here broadcasting their show from our conference all week.

It's also appropriate that XM Channel 171 is with us this week because it was exactly 171 years ago this month, that the siege of the Alamo began.

171 years ago, 

over 5,000 Mexican troops were camped out right here, where you’re sitting right now.

171 years ago, 

this was of course the province of Tejas in Mexico.

 In 1835, Antonio Lopez de Santa Anna dispensed with the Mexican Constitution and declared himself dictator, referring to himself as the “Napoleon of the West.”

The Texians and Tejanos didn’t have much use for any of that so they decided to break off from Mexico and start their own country — 

the Republic of Texas.

If you’ve ever noticed how Texans are kind of an independent lot, 

this is why.

By the way, 

Mexico had only gotten its independence from Spain about a decade earlier, and they won it only because Spain was busy fighting the real Napoleon who had invaded Mexico and try to claim it for France.

So in February of 1836, General Santa Anna marched his troops, into the tiny town of San Antonio to put down this little rebellion. 

I love the story of The Alamo… 

fiction could not have created more colorful and interesting characters.

Jim Bowie was a land swindler...

Colonel Travis was a deadbeat dad...

Davy Crockett was a failed politician.

But they all found themselves in this remarkable situation, that became the symbol in Texas for its battle for independence.

Now here we are 171 years later, 

this fledgling little biodiesel industry, 

with all our colorful characters, 

our many stories of persistence and courage and patriotism, in our little battle for energy independence.

But in case you didn’t notice, our little battle is getting bigger. 

Take a look…

The theme of this year’s conference is Government Policy.

Last year’s theme was quality, and believe me, we have not come close to conquering that issue.

Tomorrow’s general session will focus on fuel quality, and will be hosted by our esteemed Chairman, 

Darryl Brinkmann.

The reason we chose Government policy as the theme is because clearly we are a 

policy-driven industry.

This next session of Congress and the government policy objectives we achieve or fail to achieve, 

will set the course for this industry for the next quarter century...

both on the federal level and on the state level.

For example, despite all the things that I mentioned about the importance of Texas for biodiesel, 

Texas almost became the first state in 2006 to ban biodiesel as an unintended consequence of  TXLED implementation.

This may have seemed like a simple problem to fix, but believe me, 

it was anything but simple...

and it is not yet fixed.

It was only because of the excellent work of the Biodiesel Coalition of Texas, working together with the NBB regulatory team, that we were able to achieve a temporary solution.

We have two entire sessions about this issue if you want to learn more.

The point is, 

public policy matters… General Santa Anna wasn’t even the first to learn this hard lesson here in Tejas about the importance of sound federal and state public policy.

The real Napoleon learned it the hard way before him, and Spanish before him, and the poor Native civilizations before them...

all ultimately falling victim to failed public policy efforts.

If you are in the biodiesel business right now, you’re probably wondering if you’re falling victim to some pretty brutal economic conditions.

I know there’s some suffering going on out there.

Well, we know that the ethanol industry went through some painful boom and bust cycles before it got to where it is today.

And where it is today is pretty remarkable due in part to the public policy effectiveness of that industry.

I asked Bob Dineen of the Renewable Fuels Association if he would speak briefly to us about the role of public policy for ethanol and what it has meant for that industry.

The CEO of the Renewable Fuels Association, 

Bob Dineen…

let’s watch…

A unified voice.

This point is so critical.

We will not be effective as a grassroots movement, if everyone goes around saying different things.

Public Policy matters, and if we want to matter…

that is, if we expect to effect public policy, we have to be unified in our message.

We will be joined a little later this morning by 4 gentlemen who are members of a very cool rock band, and who also happen to all be United States Congressmen...

They gave up their time with their families over the weekend to come down here with us to discuss the role of energy and ag policy for this Congress...

and how biodiesel fits into that policy.

So I want to talk about NBB’s public policy agenda.

But first, let’s talk about the biodiesel industry’s vision for the next decade.

Vision:  

In 2005, the National Biodiesel Board established a ten-year vision by setting the goal of growing to be a billion gallon industry by 2015.

But then, during the subsequent 12-month period, you guys constructed more than half a billion gallons of additional plant capacity, and another couple billion reportedly in the works.

For any reporters in the audience, please note that plant capacity is not the same as production or sales.

Sales in that timeframe tripled from about 

75 m gal 

to about 225 m gal.

But those kind of expansion numbers demanded that we reexamine our 

1B by 2015 goal.

So this fall, 

NBB approved a bold new long term vision:  5x15.

What does that mean?  

It means that the industry would like to achieve — 

on an annual basis — penetration of 5% of the diesel fuel market by 2015.

Just as a benchmark, 5% of the 40B gal 

on-road market comes to about 2B gal of biodiesel.

So that would be a 

10-fold increase in production levels in less than 10 years.

The 5x15 vision predicts that low blends such as B5 will be the highest volume market, 

but that other blends such as B20 and B100 will continue to grow in both on- and off-road applications.

This is a very aggressive goal!

There will have to be a strong agricultural response in terms of yield and oil content increases for oilseeds...

the way we’ve seen agricultural responses and dramatic improvements in corn in recent years.

It may require some adjustments in trade, such as reducing exports of whole beans, increasing domestic crush, and finding export outlets for the protein.

And, it will require stimulation of additional feedstocks. 

For those who might think that 5% is not big enough to be relevant, let me point out a few things:   

The nation of Iraq is number 4 in the world in terms of countries with the most proven oil reserves.

In 2005 the US refined 1.85B gallons of diesel fuel from the crude we imported from Iraq.

5x15 means that we would be able to replace all of the diesel fuel coming from Iraqi crude.

5x15 also means that we would have the ability with biodiesel to replace approximately one-fourth of the diesel fuel that the US refines from the crude oil we import from the entire Persian Gulf region.

Keep in mind, 

I’m referring to the diesel fuel portion of the refinery output.

That is a significant volume!

That would make a real difference for energy security.

Agenda for next 2 years:

Now, let’s talk about the government policy objectives that the Regulatory Committee and the Governing Board have established as a priority for the 110th Congress that will help us achieve 5x15.

ONE:  Extension of the biodiesel tax credit.

Clearly this is the industry’s top priority... Congressman Hulshof is here with us today — you might remember him from last night as the Ringo Starr of the Second Amendments.

In the opening days of this 110th Congress, he and Congressman Earl Pomeroy introduced bipartisan legislation to make the biodiesel tax credit permanent.

As you know, these two men have led our tax credit efforts from the House side 

from their positions on the Ways and Means Committee.

We’ll be asking you to ask your Congressmen to support them.

TWO:  Energy Title of the Farm Bill.

There will be a Farm Bill this year.

Congressman Collin Peterson, the Chairman of the House Ag Committee is here… there will be an Energy Title in that Farm Bill.

We will be calling on you in the coming months to reach out to your Congressmen to support Chairman Peterson, so that he can ensure that the energy title includes some meaningful things for biodiesel.

I’ll touch on two of them quickly:  

the Bioenergy Program 

and the Biodiesel Education Program.

(Bioenergy Program) 

We will be seeking an extension and modification of the old bioenergy program to include a smaller production incentive on all gallons that will help stimulate domestic production.

(Biodiesel Education)

We will also be seeking an extension and expansion of the Biodiesel Education program.

The USDA has done a magnificent job administering this program that has allowed us to do important work with OEMs, our petroleum partners and others.

THREE:  

Renewable Diesel.

Folks, this issue is a stark example of why Government Policy Matters.

Right now, as we speak, there are some very powerful forces in Washington DC who are working to exploit a tax credit provision in the 2005 Energy Bill.

The Renewable Diesel tax credit was supposed to be, according to the Joint Committee on Tax, a small $60m provision that was aimed at stimulating investment in a class of technology called Thermal Depolymerization that supposedly turned animal waste such as Turkey offal and carcuses into a boiler fuel.

However, a few powerful oil and gas interests have been applying enormous political pressure to get a broad interpretation of this credit, so that it could be given to petroleum refiners when they blend a small amount of biomass into their petroleum input stream ... and run it through their conventional petroleum refinery process.

What they would be able to do at that point is to have the federal government pay them $1 per gallon for each gallon of palm oil, for example, they could import into their refineries in the gulf... and then blend in at low levels into their conventional refinery input stream.

This would amount to an enormous subsidy of existing petroleum refinery capacity.

This is just extraordinarily bad policy on so many levels.

They are going around Capitol Hill right now convincing people that biodiesel is a thing of the past — what they have is new generation biodiesel...

it’s the way of the future.

Well, wait a minute... providing a windfall subsidy for traditional petroleum refinery capacity...

How is that the way of the future?

It doesn’t stimulate investment in new plant capacity...

it doesn’t add any fuel to the fuel supply...

it doesn’t add jobs to the economy, or stimulate rural development, or benefit domestic agriculture...

And it will cause the federal government to take money from US taxpayers and give it to some of the richest private companies in the world, so that they can put a stranglehold on the raw material supplies of the biodiesel industry.

… I need to mention that it’s important that we don’t generalize nasty things about the entire petroleum industry.

The petroleum industry as a whole makes up a group of extremely important partners to the biodiesel industry.

We're going to be recognizing some of those individual partners on Wednesday — we’re only talking about a few individual companies here with respect to renewable diesel.

I have to move on, but please go to the members section of the NBB website and read up on this issue.

You will be called upon very soon to help, and I hope you will.

FOUR:  An alternative diesel standard.

Last year, Chairman Brinkmann appointed Kris Kappenman of ADM to chair an ADS working group to work with the American Trucking Associations on a joint initiative.

The ATA is very concerned about the proliferation of state biodiesel blend requirements — 

which they view as a boutique fuel issue....

but they are willing to strongly support a national biodiesel requirement in lieu of doing it on a state-by-state basis.

They have proposed working jointly on an effort to substitute state biodiesel requirements for a single national one that would operate for diesel fuel like the renewable fuel standard works for gasoline.

I asked the CEO of the ATA to address our conference regarding this issue, 

Mr. Bill Graves….

In addition to these top priorities, we will be tackling some major trade issues, appropriations for new engine testing and other research, 

and a mind-boggling array of regulatory and legislative issues in all 50 states.

Make no mistake, this is no small agenda.

We can do this!...

But it's going to take some help from everyone… 

all of us.

The NBB has been planning for this moment, and has taken the following steps to position us for these challenges:  

A year ago NBB launched its own Washington DC office.

The biodiesel industry has always relied on the American Soybean Association to advocate for biodiesel in Washington.

In fact, soybean farmers were promoting biodiesel in Washington long before there ever was a biodiesel industry.

But clearly their public policy efforts have been effective, and this industry has grown and prospered, and by 2006 it was clear that the biodiesel industry must do more to step up and help the ASA’s public policy efforts in Washington.

So we called upon two of the most skilled and talented people we have, 

to go to DC and launch the NBB office there.

Scott Hughes and Alan Weber know more about state and federal biodiesel regulatory issues than just about anyone in the country.

They weren’t planning on leaving their homes and going to live in Washington DC...

but they answered the call and went to DC and launched our office and did a superb job... and we are grateful for their work.

Now it's time to step up our efforts another level.

We have a large, diverse industry with a very broad constituency.

And that diversity is a strength if we can tap into it.

So far we haven’t.

It is all of our responsibilities to come together for our common goals.

This year the industry is launching a Political Action Committee, or PAC.

We have none other than the legendary Merle Haggard performing tonight to see that it gets kicked off right.

NBB has almost 400 organizational members now.

If every one of those companies could raise an average of just $1,000 from among their people each year, we would have a $400,000 PAC.

That would be a respectable size PAC — even by Washington DC standards.

Public Policy Matters…

It should come as no surprise to anyone that I drive a diesel vehicle and I use B20.

What you may not know is that the 

Jobe family fleet consists of four vehicles — all diesels — with a combined age of over 50 years.

So as a fleet operator, I can tell you that it's good to have a few tools stashed in your vehicles.

But there are two items that are absolutely necessary, that I keep aboard all four of my old diesels at all times:

- Duct tape, 

- and WD40.

If it moves and you don’t want it to – duct tape...

If it doesn’t move and you want it to – WD40.

If Santa Anna’s army would have had duct tape and WD40, 

Texas might still be a part of Mexico today.

If I can’t fix it with duct tape or WD40, I know I’m in trouble.

Not a very sophisticated solution, but it works … sometimes.

This strategy is not completely dissimilar to the way the biodiesel industry has approached its government policy efforts in the past.

We’ve relied on a couple of tried-and-true tools to get the job done — most notably the political clout of American Soybean farmers, and the efforts of a few prominent industry leaders.

We’ve continued to rely on the same folks to do most of the work and absorb most of the cost.

Well, we still need those champions... 

they are our duct tape and WD40 — 

but we have more work to do now so we have to get more of our people engaged in the grassroots effort.

We can’t continue to rely solely on the duct tape and WD40.

We have to add more tools to the toolbox.

So I want to leave you with this Call To Action:

Please get involved with NBB’s government policy efforts.

Let’s come together and be a united voice.

As Charlie Daniels would say, we have the Rednecks and the Hippies, and the Rebels and the Yanks… and everyone in between.

Let our diversity be our strength, not our weakness in our public policy efforts.

NBB has a democratic process and we should debate things thoroughly among ourselves… but not on Capitol Hill.

On Capitol Hill we have to be a chorus that is singing the same song in the same key…  Nobody wants to listen to a choir that has people singing in different keys.

But please do get involved and help promote the industry’s public policy priorities at home with your own Congressional Delegation.

Please give to the biodiesel industry PAC.

This is a love offering that will be critical in supporting our leaders in Washington that support biodiesel.

By the way, at the concert tonight, I don’t know if they’ll be in uniform or not, but we donated 1,000 tickets to men and women of our armed services, so that some of them can come and enjoy Merle too.

Finally, let’s make this a great week.

The NBB staff are some of the finest people that I have had the privilege to ever know.

And they have all been working extremely hard to make this conference as valuable to you as possible.

Please remember to help take care of one another this week...

especially our international visitors.

Let's make them feel welcome… help ‘em out if it looks like they need some help — 

not everyone speaks fluent Texan.

171 years ago, a collection of misfits had 13 days of glory that launched the independent Republic of Texas.

I think this week should be our launching point —  our Alamo, if you will.

I don’t mean everyone has to die defending the convention center!...  

I mean, let’s come together this week to embrace the public policy objectives that are needed to take us into the future, and truly help change the way our country uses energy.

That is a cause worth fighting for!

